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reserve prior to April 1 and the na-
tional reserve after April 1, as follows:

(1) First, where broadband service is
not available to residential customers,
as set forth in §1738.11(b)(1) of this
part, on a first-in, first-out basis, as
long as funds remain available.

(2) Second, where broadband service
is not available to residential cus-
tomers, as set forth in §1738.11(b)(2) and
(3) of this part, on a first-in, first-out
basis, as long as funds remain avail-
able.

(3) Third, where broadband service is
available to residential customers, on a
first-in, first-out basis, so long as funds
remain available.

§1738.16 Eligible entities.

(a) RUS makes broadband loans to le-
gally organized entities providing, or
proposing to provide, broadband serv-
ices in eligible rural communities.

(1) Types of eligible entities include
cooperative, nonprofit, limited divi-
dend or mutual associations, limited li-
ability companies, commercial organi-
zations and Indian tribes and tribal or-
ganizations as defined in 25 U.S.C. 450b
(b) and (c). Individuals or partnerships
of individuals are not eligible entities.

(2) An entity is not eligible if it
serves more than 2 percent of the tele-
phone subscriber lines installed in the
United States.

(3) To be eligible, an entity must
have sufficient authority to enter into
a contract with RUS and to carry out
the purposes of the proposed loan.

(b) A State or local government, in-
cluding any agency, subdivision, or in-
strumentality thereof (including con-
sortia thereof) shall be eligible for a
broadband loan only if, not later than
April 30, 2003, no other eligible entity is
already offering or has committed to
offer broadband services to the eligible
rural community. RUS will determine
whether the commitment is sufficient
for purposes of this paragraph.

§1738.17 Civil rights.

Applicants are required to comply
with certain regulations on non-
discrimination and equal employment
opportunity. See RUS Bulletin 1790-1,
“Nondiscrimination Among Bene-
ficiaries of RUS Programs’ and RUS
Bulletin 20-15:320-15, ““Equal Employ-

§1738.19

ment Opportunity in Construction Fi-
nanced with RUS Loans”’; 7 CFR parts
15 and 15b and 45 CFR part 90.

§1738.18 Minimum and maximum loan
amount.

Recognizing plant costs, the appli-
cant’s cost of system design, and RUS’
administrative costs, RUS will not con-
sider applications for loans or loan
guarantees of less than $100,000. Max-
imum loan amounts apply only to an
applicant for a direct 4-percent
broadband loan, as provided for in
§1738.30(b)(2) of this part.

§1738.19 Facilities financed.

(a) RUS makes broadband loans to fi-
nance the construction, improvement,
and acquisition of facilities and equip-
ment to provide broadband service in
eligible rural communities.

(b) RUS makes broadband loans to fi-
nance broadband facilities leased under
the terms of a capital lease as defined
in generally accepted accounting prin-
ciples. RUS will not make a broadband
loan to finance facilities leased under
the terms of an operating lease as de-
fined in generally accepted accounting
principles.

(c) RUS makes broadband loans to fi-
nance an acquisition by an eligible en-
tity only when the acquisition is nec-
essary and incidental to furnishing or
improving rural broadband service.

(d) RUS will not approve the use of
broadband loans to acquire any stock
or any facilities or equipment of an af-
filiate of the applicant.

(e) RUS will not make a broadband
loan to finance the following items:

(1) Customer terminal equipment (in-
cluding modems) not owned by the ap-
plicant during its economic life and
any associated inside wiring;

(2) Vehicles not used primarily in
construction; and

(3) Operating expenses.

(f) RUS will not make a broadband
loan to finance systems or facilities
that have not been designed and con-
structed to RUS’ satisfaction. See RUS’
Bulletins 1738-1 and 1738-2.

(g9) Prior to October 1, 2004, RUS will
not make a broadband loan under this
part to provide broadband service in an
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